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en 
KEY ECONOMIC INDICATORS 


All values in Jamaican dollars The rate of exchange since 
1972 is J$1=US$1.10. Add 
10% to get the U.S. dollar 
equivalent. 
J$Million 
3972 1973 % Change 1974 % Change 
ITEM (Revised) (Revised) 73/72. Prelim. _74/73 


INCOME, EMPLOYMENT 
GNP at Current Prices 1,356.9 1.,;560.2 16.4 2,075,.> 31.4 
GDP 1,264.5 1,466.4 16.0 1,920.4 31.0 
National Income 1,140.5 316.7 15.4 lL, 7382 320 
Per Capita National Income 590.2 667.6 IB 865.7 29.7 
Gross Domestic Investment 299.1 362.2: Cia 501.4 3162 
Unemployment 22.8% 22.4% -.4 20.5% -1.9 
MONEY AND PRICES 
Money Supply 172.2 207.5 20.5 255.57 232 
Public Debt Outstanding 3923.5 485.7 24.0 649.7 33.8 
External Debt 233.0 L993 33:53 272.3 53.6 
Interest Rates (Central Bank) 5-6% 7% 9% 
Consumer Price Index (1967=100) 
Kingston Area 144.0 1741.6 218.3 Zoiee. 
Rural Area 143.4 LI2.7 20. 229.5 32.9 


PRODUCTION OF MAJOR PRODUCTS 

Bauxite (000 Tons) 12,349 13,386 15,086 
Alumina (000 Tons) 2z025 2,466 2,806 
Sugar (000 Tons) 373 326 366 
Bananas (000 Tons) 27 108 a2 
Cement (000 Tons) 424 397 393 


BALANCE OF PAYMENTS & TRADE 
Gold & Foreign Exchange 
Reserve 102.4 74.7 130.2 
Balance of Payments +/- -43 .6 -26.3 -55.5 
Merchandise Account 
(fob net) -121.0 -161.2 -106.5 
Exports, FOB ($000) 300.3 354.7 664.4 
U.S. 128,078 146,140 307,701 
Ux. 65,053 80,889 102,479 
CARIFTA 17,043 .3 21:{972<9 28,508.3 
Imports ($000) 493.2 604.1 850.8 
U.S. 182,045 233,263 299,917 
UK. 93,799 100,939 165,325 
CARIFTA 26,610 32,067 64,971 
Total Number of Tourists 493,488 517,410 541,354 
Total Tourist ae 107.9 125.8 123:52 
$M) 


All statistics obtained from 1974 Economic and Social Survey and 
Bank of Jamaica Reports 





Kingston, Jamaica 


SUMMARY 


Although the 1974 economic situation temporarily improved 
compared to 1973, by 1975 Jamaica again faced its old 
problems of an expanding trade deficit, inflation, declining 
production, balance of payments deficits, etc. 1974 GNP 
increased by 31% in current terms, but in real terms the 
growth rate was probably closer to 3-4%. In 1975 the U.S. 
recession caused a downturn in two key sectors, bauxite 
and tourism, and 1975 may show a negative growth rate. 

The Government's policy of Jamaicanization and control 

of key economic entities will continue. Private sector 
uncertainty about the Government's economic role as well 
as tighter import controls adversely affect the investment 
climate, and opportunities for United States suppliers are 
limited. Other economic constraints are 20% unemployment, 
low productivity, lack of managerial and technical skills, 
and a high, although declining, birth rate. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Growth Rate 


In real terms, the 1974 growth rate is estimated at 3-4%, 
resulting mainly from growth in the mining, agricultural 
and public sectors. In current terms, the GDP increased 

by 31%, as a result of the production levy on bauxite, 
increased sugar prices, and an estimated 20% real growth 

in the public sector mainly due to expanded Government 
employment programs and higher salaries for civil servants. 
The growth reflected in the expansion of the Government 
sector may mean that the real growth rate in 1974 is closer 
to 1-2%. It is possible 1975 will show a negative growth 
rate because of the effects of the U.S. recession, falling 
production of major exports, a decline in tourism, and the 
stagnation of the private sector due to shortage of materials, 
inflation, and uncertainty concerning the policies of the 
present Government. 


Trade Deficit 


Despite cisher export prices, the 1975 trade deficit expanded 


and was 40% higher for the first 7 months compared to the 

1974 period. In January-July 1975, exports totalled J$488.9 
million, imports J$611.5 million for a deficit of J$122.6 
million. Compared to the same 1974 period, exports increased 
by 26%; but the improvement simply reflects higher prices for 
Jamaica's main exports - bauxite, alumina, sugar and bananas. 
Imports increased by 28.5%, and the July figure represents 

68% of the entire year's allocation of J$900 million. Imports 
of machinery and transport equipment increased by 52%, manu- 
factured goods by 22.9%, food imports totalled 5$110.9 million, 
and imports of fuels and chemicals increased by J$20.6 million 
and J$22.4 million respectively over the comparable period. 
Much of the increase reflects price increases, but also is 
evidence of the stagnation in local manufacturing and the 
country's high import propensity to consume. 


Production 


In 1975, production of all of Jamaica's major exports declined. 
Bauxite production for January-August 1975 was down 18.9% 

over the same period last year; alumina production fell by 
11.8%, as the industry was affected by lack of demand in 

the U.S. and labor unrest locally. Sugar production for 
January-August was 11.5 thousand tons or 3% less than 1974. 
Banana production was 49.3 thousand tons down from 55,000 tons 





through August 1974. Cement production improved slightly 

in the first eight months, but the output was 10% less 

in August than July, and the same pattern exists for steel. 
The output of diesel and fuel oils for the first eight 
months was 16.8% below the level in the same period last 
year. Despite the new incentives announced by the Government 
to stimulate production, it is unlikely that it will reach 
1974 levels. 


Tourism 


The U.S. recession has curtailed tourism to Jamaica. Although 
the number of total visitors for the January-June 1975 period 
increased 5%, expenditures for the same period were down by 
7.5% - from J$75 million to J$69.6 million for the comparable 
1974 period. The larger numbers reflect an increase in cruise 
passengers, but stop-over visitors for the first six months 
declined by 9.5%. As a result, there have been an unusually 
large number of hotel closures, some have not reopened, and 
the industry is burdened by overcapacity. The Government 

has purchased some of the large convention center hotels 

and has reopened them under new management. 


Inflation 


The cost of living has continued to climb but at a slower 
rate. In 1974 it peaked at 27% in the urban and 32% in the 
rural areas. However, on an end-of-period basis, for the 
first eight months of 1975 it increased 11.9% compared to 
17.3% in the same period in 1974. Contributing to the 
situation are steadily escalating wage rates. In 1974, 80% 

of wage settlements provided increases between 30-60%, and 

9% gave increases of 70-90%. In 1975, most of the settlements 
have been in the latter category. In addition, the Government 
has implemented a minimum wage of J$20 for a 40-hour week for 
all workers. The money supply increased by 23.2% in 1974, 

and implementation of higher wage rates in 1975 has placed 
more inflationary pressure on an already stagnant economy. 


Balance of Payments 


The balance of payments situation is comparable to that of 
1973, despite a remarkable turnaround in 1974. The 1975 
current account deficit is estimated to be J$224 million 

with an overall deficit of J$41 million. The traditional 
trade and current account deficits have been financed mainly 
by private and official long-term capital inflows. As private 
capital inflows declined, the Government has sought to fill 





the gap by borrowing mainly from private sources on 
increasingly shorter terms. One of the richer LDCs, 
Jamaica does not qualify for concessional loans and has 
increasingly relied on commercial borrowing which has 
caused a change in the external debt structure as well 

as higher debt service payments. Total met debt at the 

end of September 1975 was J$707.4 million or 30.8% higher 
than in 1974. Of this amount, total net external debt 

was J$279.1 million compared to J$233.1 million at the 

end of September 1974 or an increase of 19.7%. In the nine 
months to September 1975, the Bank of Jamaica's foreign 
assets fell by J$52.3 million compared to an increase of 
J$71.9 million in the same period in 1974. Net foreign 
assets of the Bank of Jamaica at the end of August 1975 
totalled J$85.8 million compared to J$146.1 million in 
July 1975. Some of the foreign exchange outflow was 
undoubtedly due to speculation against possible devaluation 
of the Jamaican dollar and steadily accelerated imports 
prior to anticipated announcements of more foreign exchange 
and import controls. 


Central Government 


The Central Government has increasingly engaged in deficit 
financing. Revenues for the first five months of the 
1975/76 financial year were J$235.5 million or 30% higher 
than the same period last year. Included in revenues was 

a transfer of J$50 million from the Capital Development 
Fund, which is derived from the bauxite levy. Expenditures, 
however, were 53% higher, J$380.6 million compared to 
J$248.8 million. The Government's deficit at the end of 
August was J$145.1 million or 61.6% of revenues compared 

to 37.2% in August 1974, and 10% of expenditures were for 
debt amortization. The deficit has been financed through 
August by foreign borrowing of J$38.5 million, local 
borrowing J$40.6 million, and drawdown of cash balances. 
Total 1975/76 expenditures are estimated at J$582 million 
recurrent and J$382 million capital, but revenues are no 
longer sufficient to finance even the recurrent budget. 

The shortfall is being financed from the Capital Development 
Fund (bauxite levy) and foreign and domestic borrowing. 


Government's Anti-Inflation Policy 


To deal with the difficult economic situation, Prime Minister 
Manley announced an "Anti-Inflation Package" which continued 
and strengthened previously announced controls on prices, 
imports, foreign exchange, rent controls in selected areas, 
additional incentives to the private sector, and the new 





minimum wage. Despite a call for concensus, the Government 
has been unable to dispel the unease felt by the private 
sector or obtain agreement on wage guidelines. The stagna- 
tion of the private sector is reflected in low productivity, 
poor export performance, idle resources, and little or no 
local or foreign investment. 


1976 Prospects 


Most of the trends observed in 1975 will continue into 1976. 
Little improvement can be expected in the bauxite or tourist 
sectors until the situation in the U.S. improves. The out- 
look is also clouded by falling sugar prices and production. 
The controls announced in the Prime Minister's Anti-Inflation 
Package will be continued, and the investment climate wili 
remain uncertain. Other economic constraints are a 20% 
unemployment rate, low productivity, a high birth rate 

(26 per thousand) and lack of managerial and technical 
skills. The economic stagnation evident in 1975 is likely 
to continue through at least the first half of 1976 and 
possibly longer, depending on external economic recovery. 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


Despite Commonwealth preferences, in recent years the U.S. 
share of the Jamaican market has been about 40-43%, mainly 
because of geography and Jamaican preferences for American 
products. In 1974, the U.S. share of the market was 40% 
and U.S. —— totalled US$336.5 million mainly in capital 
goods. With the phasing out of the Preferential Tariff on 
January 1, the U.S. will be able to compete on an equal 
basis with other suppliers, and under ordinary conditions 
should be able to increase its share of the market. However, 
the deterioration in the Jamaican economic situation has 
required steadily growing import restrictions which will 
continue to curtail U.S. exports of machinery and capital 
goods. Even though the Embassy's commercial program has 
concentrated on Jamaican development requirements, import 
restrictions are being felt in these areas as well, and 

the U.S. is, therefore, unlikely to be able to increase 

its share of the market in the next year or so. 


Investment 


The investment climate remains uncertain for a variety of 
reasons including the U.S. recession, and the unresolved 





negotiations between the Government and the bauxite industry. 
The local business community remains concerned about the 
extent of the Government's role or the parameters of the 
"mixed economy". The Jamaicanization program begun under 
the previous government has been accelerated by the PNP, 

and the Government has purchased control of the telephone 
company, bus company, and public power company. Work 
permits remain difficult to obtain. Prime Minister Manley 
must stand for re-election by February 1977, but the above 
policies are expected to continue. 
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